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SUBJECT: BRAZILIAN PRIOR DEPOSIT REQUIREMENT: APPLES AND PEARS 
l.REF: BRASLIA8117 

1. DURING SEPTEMBER 18 CALL ON AMBASSADOR CABRAL DE 
MELLO, CHIEF OF FOREIGN MINISTRY'S ECONOMIC DEPARTMENT, 

ADCM REFERRED TO UNDER SECRETARY ROBINSON'S CON- 
VERSATION REGARDING THE BRAZILIAN PRIOR DEPOSIT REQUIRE- 
MENT ON APPLES AND PEARS WITH PAULO LIRA OE THE 
CENTRAL BANK DURING THE LATTER'S VISIT TO WASHINGTON. 

2. ADCM ALSO COMMENTED THAT THE EFFECT OF PRIOR DEPOSIT 
REQUIREMENT WOULD BE TRADE DIVERTING EROM THE US RATHER 
THAN IMPROVING BRAZIL'S NET BALANCE OF 

PAYMENT SINCE THE MARKET WOULD GO TO OTHER COUNTRIES 
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SUCH AS ARGENTINE. 
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3. CABRAL DE MELLO SAID HE HAD REEERRED THE MATTER 
TO LIRA. HE ADDED THAT HE WAS EULLY AWARE OF THE POLITICAL 
SENSITIVITIES AS HE HAD NEGOTIATED SCHEDULE III IN 
GENEVA. 

JOHNSON 
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